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which the organization has been in ex­
istence (up to and including the cur­
rent year) will be substituted for the 4-
year period described in subdivision (i) 
of this subparagraph. An organization 
which has been in existence for at least 
1 taxable year, consisting of 8 or more 
months, may be issued a ruling or de­
termination letter if it normally meets 
the requirements of paragraph (a) of 
this section for the number of years de­
scribed in this subdivision. Such an or­
ganization may apply for a ruling or 
determination letter under the provi­
sions of this paragraph, rather than 
under the provisions of paragraph (d) of 
this section. The issuance of a ruling or 
determination letter will be discre­
tionary with the Commissioner. See 
paragraph (e)(4) of this section as to 
the initial determination of the status 
of a newly created organization. This 
subdivision shall not apply to those or­
ganizations receiving an extended ad­
vance ruling under paragraph (d)(4) of 
this section. 

(2) Terminations under section 
507(b)(1)(B). For the special rules appli­
cable to the term normally as applied to 
private foundations which elect to ter­
minate their private foundation status 
pursuant to the 12-month or 60-month 
procedure provided in section 
507(b)(1)(B), see the regulations under 
such section. 

(3) Exclusion of unusual grants. For 
purposes of applying the 4-year aggre­
gation test for support set forth in sub­
paragraph (1) of this paragraph, one or 
more contributions (including con­
tributions made prior to Jan. 1, 1970) 
may be excluded from the numerator of 
the one-third support fraction and from 
the denominator of both the one-third 
support and not-more-than-one-third 
support fractions only if such a con­
tribution meets the requirements of 
this subparagraph. The exclusion pro­
vided by this subparagraph is generally 
intended to apply to substantial con­
tributions and bequests from disin­
terested parties, which contributions 
or bequests: 

(i) Are attracted by reason of the 
publicly supported nature of the orga­
nization; 

(ii) Are unusual or unexpected with 
respect to the amount thereof; and 
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(iii) Would by reason of their size, ad­
versely affect the status of the organi­
zation as normally meeting the one-
third support test for any of the appli­
cable periods described in paragraph 
(c), (d), or (e) of this section. 
In the case of a grant (as defined in 
paragraph (g) of this section) which 
meets the requirements of this sub­
paragraph, if the terms of the granting 
instrument (whether executed before or 
after 1969) require that the funds be 
paid to the recipient organization over 
a period of years, the amount received 
by the organization each year pursuant 
to the terms of such grant may be ex­
cluded for such year. However, no item 
described in section 509(a)(2)(B) may be 
excluded under this subparagraph. The 
provisions of this subparagraph shall 
apply to exclude unusual grants made 
during any of the applicable periods de­
scribed in paragraph (c), (d), or (e) of 
this section. See subparagraph (5)(ii) of 
this paragraph as to reliance by a 
grantee organization upon an unusual 
grant ruling under this subparagraph. 

(4) Determining factor. In determining 
whether a particular contribution may 
be excluded under subparagraph (3) of 
this paragraph, all pertinent facts and 
circumstances will be taken into con­
sideration. No single factor will nec­
essarily be determinative. Among the 
factors to be considered are: 

(i) Whether the contribution was 
made by any person (or persons stand­
ing in a relationship to such person 
which is described in section 4946(a)(1) 
(C) through (G)) who created the orga­
nization, previously contributed a sub­
stantial part of its support or endow­
ment, or stood in a position of author­
ity, such as a foundation manager 
(within the meaning of section 4946(b)), 
with respect to the organization. A 
contribution made by a person other 
than those persons described in this 
subdivision will ordinarily be given 
more favorable consideration than a 
contribution made by a person de­
scribed in this subdivision. 

(ii) Whether the contribution was a 
bequest or an inter vivos transfer. A 
bequest will ordinarily be given more 
favorable consideration than an inter 
vivos transfer. 

(iii) Whether the contribution was in 
the form of cash, readily marketable 
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securities, or assets which further the 
exempt purposes of the organization, 
such as a gift of a painting to a mu­
seum. 

(iv) Except in the case of a new orga­
nization, whether, prior to the receipt 
of the particular contribution, the or­
ganization (a) has carried on an actual 
program of public solicitation and ex­
empt activities and (b) has been able to 
attract a significant amount of public 
support. 

(v) Whether the organization may 
reasonably be expected to attract a sig­
nificant amount of public support sub­
sequent to the particular contribution. 
In this connection, continued reliance 
on unusual grants to fund an organiza­
tion’s current operating expenses (as 
opposed to providing new endowment 
funds) may be evidence that the orga­
nization cannot reasonably be expected 
to attract future support from the gen­
eral public. 

(vi) Whether, prior to the year in 
which the particular contribution was 
received, the organization met the one-
third support test described in subpara­
graph (1) of this paragraph without the 
benefit of any exclusions of unusual 
grants pursuant to subparagraph (3) of 
this paragraph; 

(vii) Whether neither the contributor 
nor any person standing in a relation­
ship to such contributor which is de­
scribed in section 4946(a)(1) (C) through 
(G) continues directly or indirectly to 
exercise control over the organization; 

(viii) Whether the organization has a 
representative governing body as de­
scribed in § 1.509(a)–3(d)(3)(i); and 

(ix) Whether material restrictions or 
conditions (within the meaning of 
§ 1.507–2(a)(8)) have been imposed by the 
transferor upon the transferee in con­
nection with such transfer. 

(5) Grantors and contributors. (i) As to 
the status of grants and contributions 
which result in substantial and mate­
rial changes in the organization (as de­
scribed in subparagraph (1)(ii) of this 
paragraph) and which fail to meet the 
requirements for exclusion under sub­
paragraph (3) of this paragraph, see the 
rules prescribed in subparagraph (1)(iii) 
of this paragraph. 

(ii) Prior to the making of any grant 
or contribution which will allegedly 
meet the requirements for exclusion 
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under subparagraph (3) of this para­
graph, a potential grantee organization 
may request a ruling whether such 
grant or contribution may be so ex­
cluded. Requests for such ruling may 
be filed by the grantee organization 
with the district director. The issuance 
of such ruling will be at the sole discre­
tion of the Commissioner. The organi­
zation must submit all information 
necessary to make a determination of 
the applicability of subparagraph (3) of 
this paragraph, including all informa­
tion relating to the factors described in 
subparagraph (4) of this paragraph. If a 
favorable ruling is issued, such ruling 
may be relied upon by the grantor or 
contributor of the particular contribu­
tion in question for purposes of sec­
tions 170, 507, 545(b)(2), 556(b)(2), 642(c), 
4942, 4945, 2055, 2106(a)(2), and 2522 and 
by the grantee organization for pur­
poses of subparagraph (3) of this para­
graph. 

(6) Examples. The application of the 
principles set forth in this paragraph is 
illustrated by the examples set forth 
below. For purposes of these examples, 
the term general public is defined as 
persons other than disqualified persons 
and other than persons from whom the 
foundation received gross receipts in 
excess of the greater of $5,000 or 1 per­
cent of its support in any taxable year, 
the term gross investment income is as 
defined in section 509(e), and the term 
gross receipts is limited to receipts from 
activities which are not unrelated 
trade or business (within the meaning 
of section 513). 

Example 1. For the years 1970 through 1973, 
X, an organization exempt under section 
501(c)(3) which makes scholarship grants to 
needy students of a particular city, received 
support from the following sources: 
1970 
Gross receipts (general public) ........................... $35,000 
Contributions (substantial contributors) ............... 36,000 
Gross investment income .................................... 29,000 

Total support ......................................... 100,000 
1971 
Gross receipts (general public) ........................... 34,000 
Contributions (substantial contributors) ............... 35,000 
Gross investment income .................................... 31,000 

Total support ......................................... 100,000 
1972 
Gross receipts (general public) ........................... 35,000 
Contributions (substantial contributors) ............... 30,000 
Gross investment income .................................... 35,000 

Total support ......................................... 100,000 
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